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in	 Egypt.	 	 The	 Government	 of	 Egypt	 (GoE)	 partners	 with	 several	 International	
Financial	 Institutions	 (IFIs)	 to	 secure	 the	 funding	of	 infrastructure	projects	 that	 are	
essential	to	supporting	sustainable	development.	The	World	Bank	is	one	of	the	largest	
IFIs	that	support	infrastructure	projects	in	Egypt.	The	World	Bank	Group	is	formed	of	
the	 International	 Finance	 Corporation	 (IFC),	 International	 Centre	 for	 Settlement	 of	








and	 to	propose	a	 framework	 for	 the	 selection	of	 the	best‐suited	 instrument	 for	 any	
given	 infrastructure	 project	 in	 Egypt.	 Structured	 interviews	 are	 conducted	with	 21	
international	experts	working	on	World	Bank	 financed	projects	 in	Egypt	 in	order	 to	
identify	 the	 criteria	 for	 the	 optimum	 selection	 of	 finance	methods,	 risks	 associated	
with	different	infrastructure	projects,	and	which	instrument	better	addresses	each	of	
these	risks.	 It	was	 found	 that	 IPF	better	addresses	risks	related	 to	Technical	Design	












of	 SRSSP	 was	 compared	 to	 the	 performance	 of	 2	 very	 similar	 projects	 that	 were	
funded	 through	 IPF	 and	 it	was	 verified	 that	 the	 performance	 of	 the	 P‐for‐R	 funded	






























































































































































































































































The	 development	 of	 infrastructure	 is	 necessary	 for	 inciting	 economic	 growth,	
combating	poverty,	 and	 improving	 the	quality	of	 life	of	 citizens.	The	Government	of	
Egypt	(GoE)	has	committed	to	an	ambitious	Sustainable	Development	Strategy	widely	
referred	 to	 as	 “Egypt	 2030”.	 The	 four	 pillars	 of	 this	 strategy	 are	 Economic	
Development,	Citizen	Happiness,	Human	Development,	 and	Market	Competitiveness	
(GoE,	2017).	The	cornerstone	for	achieving	significant	improvements	in	such	domains	
is	 the	 development	 of	 the	 various	 infrastructure	 sectors	 such	 as	 health,	 sanitation,	
education,	 energy,	 irrigation,	 and	 transportation.	 	 Accordingly,	 a	 major	 portion	 of	
Egypt’s	budget	is	expected	to	be	dedicated	to	investing	in	infrastructure	development.	









 Feasibility	 Study	 and	 Financial	Assessment:	 At	 this	 stage	 all	 concerns	 of	










o A	 financial	 strategy	 is	 then	 planned	 to	 include	 a	 reasonable	 blend	 of	
debt	and	equity	(or	public	funds),	and	a	typically	a	debt/equity	ratio	is	
agreed.	
o An	 extensive	 search	 for	 possible	 sources	 of	 finance	 (whether	 debt	 or	
equity)	 is	 conducted.	 Once	 the	 sources	 of	 finance	 are	 identified,	 the	
project	financial	structure	is	then	further	developed	and	optimized.	
 Raising	Project	Capital/Financial	Package	Arrangement:	In	 this	stage,	 the	
project	 capital	 is	 raised	 in	 accordance	 with	 the	 financial	 plan.	 Project	
stakeholders	 reach	 out	 for	 possible	 sources	 of	 equity,	 loans,	 insurance	 and	
other	less	conventional	sources	of	finance.		
 Monitoring	and	Control:	Once	the	capital	is	raised	and	the	project	is	initiated,	





is	 a	 recurring	process	 that	 starts	 in	 the	project	 concept	 stage.	 Following	 risk	
identification	 risk	 analysis	 is	 conducted	 and	 risk	 mitigation	 and	 response	
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Turner	 (2007)	 highlights	 other	 less	 conventional	 and	 more	 innovative	 sources	 of	
finance	such	as	leasing,	switch	trade,	counter	trade,	forfaiting,	debt/equity	swapping,	
and	Islamic	finance.	Turner	(2007)	also	distinguishes	between	“Financing	of	Projects”	
and	 the	 term	 “Project	 Finance”	which	 is	 used	 in	 the	 literature	 to	describe	 a	 certain	








Institutions	 (IFIs)	 such	 as	 the	World	 Bank,	 the	 African	Development	 Bank,	 and	 the	
European	 Investment	Bank	play	 a	major	 role	 in	 financing	 infrastructure	projects	 in	
particular	 (Turner,	 2007).	 Egypt	 relies	heavily	 on	 IFIs	 as	development	partners	not	
only	to	finance	infrastructure	development,	but	also	to	build	the	institutional	capacity	






The	 development	 of	 infrastructure	 lies	 at	 heart	 of	 Egypt’s	 sustainable	 development	
strategy.	With	 a	 portfolio	 of	 infrastructure	projects	 for	which	 the	 country	 is	 in	 dire	
need	 to	 be	 executed,	 there	 is	 a	 need	 to	 assess	 the	 current	 infrastructure	 funding	
schemes.	 IFIs	 provide	 funding	 instruments	 such	 as	 soft	 loans	 that	 are	 the	 least	
burdensome	on	developing	countries’	budgets.	The	 IBRD	as	a	member	of	 the	World	
Bank	 provides	 several	 alternatives	 for	 funding	 infrastructure	 projects.	 While	 the	





address	 this	 gap	 and	 develop	 a	 framework	 that	 is	 oriented	 towards	 assisting	 the	
borrowing	 government	 in	 the	 selection	 between	 IPF	 and	 P‐for‐R	 for	 funding	
infrastructure	projects,	particularly	in	Egypt.	
I.3 Objective	
The	 aim	 of	 this	 research	 is	 to	 develop	 a	 framework	 for	 the	 selection	 of	 the	 most	






























3. They	 are	 often	 restricted	 to	 certain	 locations.	 Infrastructure	 services	 in	 a	
certain	area	of	a	country	usually	cannot	serve	other	distant	areas.	This	means	
that	 careful	 planning	 is	 needed	 to	 make	 sure	 the	 needs	 of	 each	 zone	 is	
addressed.	
4. Governments	usually	 interfere	 (to	varying	extents)	 in	 infrastructure	services	
due	to	their	strategic	nature	and	their	massive	impact	on	citezens.	
5. Infrastructure	 services	 are	 used	 by	 both	 households	 and	 industries,	 hence	
they	might	be	a	final	service	in	itself	or	an	intermediate	service.	




Egypt	was	ranked	118	out	of	148	countries	 in	 terms	of	 infrastructure	 (World	Bank,	










more	 sustainable	 renewable	 technologies.	 The	 expansion	 of	 energy	
infrastructure	 is	 a	 priority	 to	 reduce	 power	 outages	 and	 allow	 for	 industrial	
development	




 Wastewater	 and	 Sanitation:	 The	 priority	 for	 this	 sector	 is	 to	 encourage	
decentralization	 and	 improve	 the	 capacity	 of	 implementing	 agencies.	






Central	 Bank	 of	 Egypt	 quarterly	 report	 for	 the	 fiscal	 year	 2014/2015,	 25.5	 %	 of	
Egypt’s	external	debt	 is	owed	to	multilateral	 international	entities.	The	World	Bank,	










that	 these	 entities	 provide	 project	 finance	 alternatives	 that	 are	 similar	 to	 a	 great	
extent.	These	alternatives	include	project	loan,	grants,	guarantees	and	some	of	these	





to	 be	 representative	 of	 the	 available	 finance	 alternatives	 provided	 by	 other	
international	development	banks.	









in	 New	 Hampshire	 ‐	 along	 with	 the	 International	 Monetary	 Fund	 (IMF),	 with	 the	
purpose	of	reconstructing	and	development	of	post	World	War	II	world	economy	and	
restoration	 of	 international	 currencies	 value	 (Goldman,	 2005).	 The	 World	 Bank	
current	 mission	 has	 reformed	 to	 eradicate	 poverty	 and	 to	 improve	 the	 developing	
nations’	 standards	 of	 living.	 The	 bank	 offers	 more	 than	 $30	 billion	 every	 year	 for	
developing	 countries.	 The	bank’s	 efforts	 include	 loans	 for	 tangible	projects	 that	 are	
expected	 to	 help	 reduce	 poverty	 and	 improve	 quality	 of	 life	 for	 the	 citizens	 of	
developing	countries,	as	well	as	fostering	economic	policies	and	reform	measures	that	
will	 support	 economic	 growth	 for	 its	 member	 countries	 (World	 Bank	 Information	
Center,	 2017).	 The	 World	 Bank	 Group	 is	 composed	 of	 the	 International	 Finance	
Corporation	(IFC),	International	Centre	for	Settlement	of	Investment	Disputes	(ICSID),	
Multilateral	 Investment	 Guarantee	 Agency	 (MIGA),	 the	 International	 Bank	 for	
Reconstruction	 and	 Development	 (IBRD),	 and	 the	 International	 Development	






The	 financial	 instruments	 provided	 by	 the	 IBRD	 in	 particular	 are	 the	 focus	 of	 this	
dissertation,	namely;	 the	Development	Policy	Finance	(DPF),	 the	 Investment	Project	
Finance	 (IPF),	 and	 the	 Program	 for	 Results	 (P‐for‐R).	 	 This	 is	 due	 to	 the	 obvious	
relevance	 of	 the	 tools	 provided	 by	 the	 IBRD	 to	 the	 to	 the	 finance	 of	 infrastructure	
project,	 in	 addition	 to	 the	 amount	 of	 finance	 provided	 by	 the	 IBRD	 to	 Egypt	 in	
comparison	to	other	entities	within	the	World	Bank	Group	or	otherwise.	
II.2.2 European	Bank	for	Reconstruction	Development	(EBRD)	
EBRD	was	 created	 following	 the	 Cold	War	with	 the	 purpose	 of	 reconstructing	 East	
Europe	economies	and	shifting	 these	economies	 to	open	markets.	The	bank	aims	at	
fostering	 ‘market‐oriented	 economies	 and	 the	 promotion	 of	 private	 and	
entrepreneurial	initiative’.		
Since	 its	establishment,	 the	EBRD	has	supported	3833	projects	with	a	 total	value	of	
€252	 billion.	 The	 capital	 of	 the	 bank	 has	 been	 raised	 through	 the	 contributions	 of	
more	 than	60	member	 countries	and	 the	European	 Investment	Bank,	 as	well	 as	 the	







million	 to	 €250	 million.	 Detailed	 loan	 conditions	 are	 customized	 to	 suit	 project	
specific	circumstances	and	to	meet	client	needs.	However,	there	are	general	features	
of	EBRD	loans,	which	include	the	following:	











The	 bank	 has	 equity	 investments	 within	 the	 range	 of	 €2	million	 ‐	 €100	million	 in	
several	 sectors.	There	are	several	 terms	 for	 such	 investments	according	 to	 the	each	




The	 European	 Investment	 Bank	 (EIB)	was	 founded	 by	 the	 European	Union	 (EU)	 in	




















In	 addition	 to	 traditional	 project	 loans,	 the	 bank	 provides	 finance	 through	 equity	








KfW	 is	 the	main	 financial	 institution	utilized	
by	the	German	Federal	Ministry	for	Economic	
Cooperation	 and	 Development	 (BMZ)	 in	
order	 to	 achieve	 its	 goals	 for	 the	 poverty	
eradication,	preventing	the	destruction	of	the	
environment	 and	 promoting	 economic	
development.	 KfW	 works	 closely	 with	 the	 technical	 arm	 of	 the	 BMZ,	 the	 Deutsche	


























for	 the	 world’s	 poorest	 underdeveloped	 nations.	 Developing	 countries	 can	























The	 bank	 aims	 to	 support	 the	 economical	 and	 social	 development	 of	 the	 region.	
Members	of	the	bank	include	54	African	countries	as	well	as	26	non‐African	states	as	




Group,	 consequently,	 these	 institutions	 played	 a	major	 role	 in	 shaping	 the	 financial	




instrument	 is	 quite	 similar	 to	 the	 Investment	 Lending	 instrument	 offered	 by	
the	World	Bank.	
 Structural	Adjustment	(SALs)	and	Sectorial	Adjustment	Loans		(SECALs)	
SALs	 and	 SECALs	 are	 lending	 instruments	 that	 link	 disbursements	 to	 policy	
adjustments	 and	 reforms	 in	 government	 sectors	 that	 are	 responsible	 for	
17	
	
development.	 These	 instruments	 are	 comparable	 to	 Development	 Policy	
Lending	financial	products	offered	by	the	World	Bank.	
	



































































































infrastructure	 projects,	 especially	 due	 to	 the	 bank’s	 extensive	 experience	with	 such	
projects.	 Accordingly,	 the	 World	 Bank	 was	 chosen	 as	 a	 subject	 of	 this	 research	





The	prime	mission	of	 the	World	Bank	 is	 to	 “end	extreme	poverty”	 and	 to	 “promote	






The	 IBRD	 is	 the	 oldest	 World	 Bank	 entity,	 it	 provides	 loans	 to	 “creditworthy”	
countries	that	are	members	of	the	bank	and	contribute	to	the	bank’s	capital	stock.	
 The	International	Development	Association	(IDA):	
The	 IDA	 is	 the	 lending	entity	 that	 integrates	 the	mission	of	 the	 IBRD,	 together	 they	
form	the	“World	Bank”.	The	IDA	serves	the	World	Bank’s	commitment	to	the	poorest	
developing	 countries	 by	 providing	 “credits”	 (interest‐free	 loans).	 	 IDA	 eligible	
countries	do	not	meet	the	IBRD	“creditworthy”	criteria,	however,	the	must	also	have	





developing	world	 to	 stimulate	 the	 economic	 development	 of	 its	 countries.	 IFC	 also	
provides	technical	support	for	governments	and	private	equities.	
 The	Multilateral	Investment	Guarantee	Agency:	





The	 ICSID	 aims	 to	 ameliorate	 the	 foreign	 investment	 environment	 by	 offering	
arbitration	services	and	publications	on	foreign	investment	law.		
II.3.2 The	World	Bank	in	Egypt	
The	 cooperation	 between	 the	World	 Bank	 and	 the	 Egyptian	 government	 started	 as	
early	 as	 1959,	 and	 since	 1970,	 the	 World	 Bank	 has	 been	 constantly	 funding	
development	projects	 in	Egypt.	 	As	of	October	2015,	there	are	33	active	projects	 for	
the	World	 Bank	 in	 Egypt,	with	 a	 total	 lending	 cost	 of	 $18.310	 billion	 (World	 Bank,	
2015).			
The	World	 Bank	 projects	 are	 dispersed	 over	 several	 sectors	 in	 alignment	 with	 the	








































Adaptable Program Loan  1.05  0.01%  1  3.03% 
Emergency Recovery Loan  200.00  1.09%  1  3.03% 
Financial Intermediary Loan  300.00  1.64%  1  3.03% 
Investment Project Financing  6,390.22  34.90%  7  21.21% 
Program‐for‐Results  1,000.00  5.46%  2  6.06% 
Sector Investment and 
Maintenance Loan 
654.15  3.57%  1  3.03% 
Specific Investment Loan  9,752.27  53.26%  17  51.52% 
Grants  12.32  0.07%  3  9.09% 
Grand Total  18,310.01  100%  33  100% 
	
As	the	above	figure	shows,	the	majority	(whether	by	amount	of	finance	or	by	number)	
of	 the	World	Bank	Projects	 in	Egypt	have	been	 financed	 through	Investment	Project	
Financing	and	Specific	Investment	loans.	 However,	 it	 is	 noteworthy	 that	 out	 of	 the	 4	
approved	 projects	 during	 2015,	 2	 projects	 are	 being	 financed	 utilizing	 the	 new	
Program‐for‐Results	(P‐for‐R)	tool.		The	lending	cost	of	the	2	P‐for‐R	financed	projects	
amount	 to	 $1	 billion	 out	 of	 the	 total	 $1.405	 billion	 worth	 of	 projects	 approved	 in	










are	 in	 the	process	 of	 getting	 approved;	 the	Healthcare	Support	Program	 (estimated	
$200	Million	 cost	 to	 be	 fully	 funded	 by	 the	 bank),	 and	 the	 Finance	 for	 Rural	 Egypt	

















During	 the	 project	 identification	 stage,	 the	 bank	 cooperates	 with	 the	 borrowing	
country	 in	 order	 to	 identify	 projects	 that	 would	 serve	 the	 country’s	 strategic	
development	goals	 that	are	outlined	 in	the	CAS.	A	task	team	from	the	bank	consults	
with	 the	 borrowing	 country	 on	 developing	 the	 project/program	 concept.	 Several	
aspects	 are	 studied	 at	 this	 stage,	 and	 project	 scope,	 desired	 outputs,	 and	 lending	




develops	 the	 project	 studies	 further	 including	 environmental,	 social	 and	
environmental	 aspects.	 These	 studies	 assist	 in	 shaping	 a	 clear	 and	 detailed	 project	
goals,	components	and	execution	plans.	 	The	bank	task	team	concurrently	examines	
the	 enabling	 conditions	 that	 would	 ensure	 the	 successful	 fulfillment	 of	 project	
objectives.	 In	 the	 case	 of	 PforR,	 defining	 the	 DLIs	 and	 exploring	 the	 possible	




bank	 launches	an	 “appraisal	mission”	where	 the	bank	staff	 assesses	and	 reviews	all	
studies	performed	concerning	the	proposed	project.	The	conclusions	of	the	bank	staff	
are	 summarized	 under	 the	 “Project	 Appraisal	 Document”	 (PAD),	 including	 the	
detailed	economic,	technical,	fiduciary,	risk	assessments,	and	social	&	environmental	







period	 that	seldom	exceeds	2	months.	Afterwards,	 the	PAD	and	 the	 loan	documents	
are	presented	to	the	Board	of	Executive	Directors	to	review	and	approve	the	loan.	
5) Implementation	
This	 is	a	country‐led	stage,	where	 the	borrowing	country	utilizes	 the	approved	 loan	
amounts	 to	 execute	 the	 project.	 The	 bank’s	 involvement	 in	 this	 stage	 is	 limited	 to	
monitoring	 the	 implementation	 project	 to	 ensure	 that	 the	 bank	 procurement	


















As	 far	 as	 the	 lending	 instrument	 is	 concerned,	 the	borrowing	 country	 and	 the	bank	
determine	 the	 optimal	 way	 to	 approach	 the	 project	 as	 early	 as	 the	 project	
identification	stage.		In	the	preparation	stage,	the	country	conducts	several	studies	to	
ensure	 that	 the	 project	 is	 financially	 sound.	Detailed	 loan	 terms	 and	 conditions	 are	
tackled	in	the	preparation	stage	as	well.	If	the	country	opts	to	apply	for	a	P‐for‐R	loan,	
the	definition	of	DLIs	and	proposing	reasonable	measures	to	assess	them	becomes	a	
significant	 aspect	 of	 the	 preparation	 stage,	 which	 can	 be	 considered	 further	


























Lending”	 and	 “Development	 Policy	 lending”.	 The	 World	 Bank	 identifies	 the	
development	and	economic	needs	of	each	client	country	and	prepares	a	customized	
“Country	Assistance	Strategy”	(CAS)	that	comprises	all	lending	programs	and	polices	








Development	 Policy	 Finance	 (DPF)	 evolved	 from	 what	 was	 called	 “Adjustment	










concerned	with	 funding	specific	 tangible	 infrastructure	projects,	hence	 they	will	not	
be	the	focus	of	this	research.	
II.3.4.2 Investment Project Finance: 
Investment	 Project	 Finance	 (IPF),	 previously	 known	 as	 “Investment	 Loans”,	 assists	
sustainable	 development	 in	 client	 countries	 by	 financing	 the	 enhancement	 of	 the	
infrastructure	 of	 these	 countries.	 Investment	 loans	 finance	 projects	 in	 an	 array	 of	
sectors	 whose	 development	 is	 vital	 for	 poverty	 reduction	 and	 the	 improvement	 of	
living	standards.		
Disbursement	 of	 investment	 loans	 is	 done	 against	 previously	 identified	 material,	
equipment,	 and	 any	 other	 goods	 and	 services	 that	 are	 required	 for	 the	




SILs	 support	 the	 construction,	 maintenance,	 upgrading	 of	 economic,	 social	 and	




SIMs	are	often	used	 to	 support	a	public	expenditure	program	that	 targets	a	 specific	
sector,	especially	when	a	significant	portion	of	projects	in	this	program	are	financed	
by	 multilateral	 donors.	 The	 coordination	 of	 these	 joint	 efforts	 often	 proves	
burdensome	 is	 such	 cases.	 	 The	 purpose	 of	 SIMs	 is	 to	 assist	 client	 countries	 to	
implement	 their	 development	 policy	 regarding	 a	 specific	 sector.	 SIMs	 focus	 on	
“Capacity	 Building”	 of	 the	 borrowing	 institution	 and	 often	 includes	 agreements	
28	
	





in	 institutions,	 organizations,	 or	 behaviors	 are	 deemed	necessary	 for	 the	 reform	 or	
restructuring	of	 a	 certain	 sector.	Usually,	 it	 takes	 time	 to	 convince	 the	 stakeholders	
involved	in	this	sector	of	the	benefits	that	they	are	to	reap	due	to	such	adjustments.	







Each	 phase	 of	 the	 program	 launched	 after	 thorough	 analysis	 and	 evaluation	 is	
conducted	for	the	preceding	phase.	
 Learning	Innovation	Loan	(LIL):	
 LILs	 were	 created	 to	 support	 pilot	 projects	 and	 new	 initiatives.	 The	 aim	 of	
such	 loans	 is	 to	 encourage	new	approaches	 and	put	 them	 to	 the	 test	 before	
being	implemented	in	large‐scale	projects	or	programs.		
	
LILs	 are	 typically	used	 to	 fund	 local	 development	 efforts	 and	 are	most	useful	when	








that	 are	 responsible	 for	 development	 projects	 in	 developing	 countries.	 These	 loans	
are	 often	 complementary	 to	 other	 investments,	 organizational	 adjustments	 and	
specific	development	projects	for	the	same	sector.	Such	forms	of	technical	assistance	









adverse	 event,	 provided	 that	 this	 event	 substantially	 impacted	 the	 borrowing	




The	 Program‐for‐Results	 (P‐for‐R)	was	 developed	 to	 address	 the	 gap	 between	DPL	
that	supports	general	policy	adjustments	and	reform	in	certain	economic	sectors,	and	
IL	 that	 provides	 specific	 project‐level	 financing.	 P‐for‐R	 provides	 program	 level	
finance	 for	 client	 countries	 in	 order	 to	 meet	 their	 need	 to	 support	 government	
30	
	





 Disbursements	 are	 made	 against	 pre‐identified	 performance	 indicators	 and	
results,	 as	 opposed	 to	 IL	where	 payment	 relies	 on	whether	 or	 not	 expenses	
have	been	incurred.	







qualify	 as	 DLIs	 including	 service	 delivery	 indicators,	 institutional	 indicators	 or	



































The	 importance	 of	 IVAs	 stems	 from	 the	 fact	 that	 disbursement	 is	 linked	 to	 the	
verification	 of	 DLIs,	 hence	 the	 impartial	 assessment	 for	 the	 achievement	 of	 DLIs	 is	
vital	for	project	success.	IVAs	for	any	given	project	must	be	of	adequate	capacity	and	
of	extensive	experience	relevant	to	the	project.	
In	 the	 project	 preparation	 stage,	 the	World	 Bank	works	 jointly	with	 the	 borrowing	
government	 to	 establish	 the	 “DLI	 Verification	 Protocol”.	 It	 is	 important	 for	 this	























through	 policy	 adjustments	 or	 the	 successful	 implementation	 of	 a	 specific	 project.	
This	 instrument	 focuses	 on	 challenges	 that	 require	 capacity building, improvements in 
service provider and user behaviors, as well as policy actions or specific project 
investments. Examples of such challenges are rife especially in service delivery 
improvement programs; for example, improving the quality of education in developing 
countries requires both finance for new schools, and a change in the behavior of teachers 
and students to attend their classes. Also, financing new hospital projects can improve the 




While	 there	 is	 an	 abundance	 of	 sources	 explaining	 each	 World	 Bank	 lending	














Under	 the	 “Use	 of	 P‐for‐R”	 section	 of	 the	 P‐for‐R	 concept	 note,	 the	 following	
conditions	were	identified	for	the	suitability	of	the	P‐for‐R	tool:	
 Expenditure	is	necessary	for	achieving	project	goals	
 The	 borrowing	 government	 aims	 at	 achieving	 the	 project	 goals	 using	 its	
existing	systems	
 	The	 main	 risk	 to	 the	 achievement	 of	 such	 goals	 relate	 to	 the	 institutional	






















As	 soon	 as	 the	 program	 and	 scope	 are	 deemed	 consistent	 with	 the	 country’s	
CAS/CPS	and	development	strategies,	the	bank	goes	on	to	identify	the	constraints	
to	achieving	the	desired	outcomes.	This	process	would	determine	the	suitability	of	
P‐for‐R	 for	 financing	 the	 program	 and	 whether	 IL	 or	 DPL	 would	 be	 more	
appropriate	in	such	case.	IL	instrument	is	generally	used	to	finance	projects	where	
the	control	of	inputs	is	required,	and	the	main	challenges	are	of	technical	nature.	
On	 the	 other	 hand,	 DPL	 is	 used	 when	 overcoming	 challenges	 necessitate	






The	 client	 country	 has	 to	 prove	 to	 the	 bank	 that	 their	 approach	 to	 address	 the	
development	challenge	at	hand	is	technically	sound.	This	would	be	done	through	
demonstrating	 that	 the	 proposed	 approach	 capitalizes	 on	 similar	 experiences	
whether	within	the	country	or	from	other	developing	countries.		
 Institutional	Capacity	and	Arrangements:		





project.	High‐risk	projects	with	 that	 involve	 complex	procurement	packages	and	
require	 corporate	 level	 reviews	would	 typically	be	 excluded	 from	PforR	 finance.	
However,	 it	 is	noteworthy	that	later	documents	on	PforR	such	as	the	PforR	Bank	




The	 bank	 also	 evaluates	 any	 adverse	 environmental	 or	 social	 impact	 that	might	





It	 has	 to	 be	 noted	 that	 some	 of	 the	 mentioned	 conditions	 such	 as	 CAS/CPS	
compatibility,	scope,	and	technical	soundness	are	expected	to	be	met	by	any	finance	








Moreover,	 the	 aforementioned	 documents	 refer	 to	 “High‐value	 Contracts”	 and	
indicate	 that	 such	 contracts	 are	 to	 be	 excluded	 from	 PforR	 financing.	 The	 bank	
directive	 defines	 high‐value	 contracts	 as	 contracts	 with	 values	 higher	 than	 the	











As	 shown	 in	 the	 figure,	 the	 threshold	 for	 compulsory	 review	 allows	 for	 higher	





2) The	value	of	 these	 contracts	has	 to	be	 less	 than	25%	of	 the	overall	 program	
budget.	
It	has	 to	be	noted	that	 the	exclusion	 from	financing	 is	 limited	 to	 the	specific	project	
activities	not	the	whole	projects.	Meaning	that	while	the	bank	would	normally	refrain	
from	 financing	 high‐value	 contracts	 or	 activities	 of	 considerable	 social	 and	












































 Challenges	 to	 the	 achievement	 of	 project	 goals	 (capacity	 challenges	 or	
technical/resource	challenges)	
 Exclusions	from	any	of	instruments	



































This	 section	 reviews	 relevant	 literature	 that	 discusses	 the	 criteria	 for	 the	 choice	 of	
financial	 instruments.	The	focus	here	is	more	 inclined	to	academic	research	tackling	
the	 issue	 rather	 than	official	 bank	documents.	Examining	 such	 literature	provides	 a	




The	 two	main	 types	 of	 finance	 are	 debt	 (loans)	 and	 equity	 (private	 or	 public).	 	 For	
large‐scale	projects,	a	mix	of	both	finance	types	can	be	used	to	finance	a	single	project	
(Venkataraman	et	al,	2011).	Prior	to	addressing	the	question	of	the	choice	of	lending	
method,	 the	 issue	of	what	portion	of	 the	project	 is	 to	be	 financed	by	debt	should	be	
tackled	 first.	 Turner	 (2007),	 Estache	 et	 al.	 (2015),	 Venkataraman	 et	 al	 (2011)	 all	
identified	the	Cost	of	Capital	as	the	primary	determinant	for	determining	how	much	of	
the	project	would	be	 financed	by	equity	 and	how	much	would	be	 financed	 through	
debt.	 In	the	context	of	 large‐scale	infrastructure	projects,	the	majority	of	the	finance	
would	 be	 through	 loans	 because	 debt	 is	 generally	 cheaper	 than	 equity.	 However,	
lenders	usually	require	a	portion	of	the	project	to	be	financed	by	equity.	This	measure	
decreases	the	risk	on	the	banks	since	debt	is	repaid	ahead	of	equity,	and	this	causes	
equity	 holders	 (whether	 the	 executing	 company	 or	 private	 investors)	 to	 exercise	







Accordingly,	 the	 Cost	 of	 Capital	 ‐	 also	 referred	 to	 as	 the	Weighted	 Average	 Cost	 of	
Capital	(WACC)‐	ought	to	be	optimized	by	determining	the	lowest	cost	combination	of	
public	 funds,	 equity	 and	 debt.	 (Venkataraman	 et	 al,	 2008)	 provides	 the	 following	
equation	for	determining	the	Cost	of	Capital:		
Cost	of	capital	 ൌ ሺRatio	of	equity	X	Cost	of	Equity	ሻ ൅ ሺRatio	of	debt	X	Cost	of	Debtሻ	
	
Where	Cost	of	Equity	is	the	amount	that	would	be	paid	from	the	project	revenues	as	
dividends	 to	 the	equity	holders,	while	Cost	of	Debt	 is	simply	 the	 interest	rate	of	 the	
loan.	 	 (Turner,	 2007)	 notes	 that	 cost	 of	 debt	 is	 considered	 in	 the	 taxed	 income,	
therefore,	 the	Cost	of	Debt	=	Interest	Rate	 ൈ	ሺ1 െ ܶܽݔ	ݎܽݐ݁ሻ.	Turner	also	notes	 that		




Cost	of	Capital	 ൌ ሺRatio	 ൈ 	Cost	of	Equity	ሻ ൅ ሺRatio	 ൈ 	Cost	of	Debtሻ ൅ ሺܴܽݐ݅݋	 ൈ
	ܥ݋ݏݐ	݋݂	ܲݑܾ݈݅ܿ	ܨݑ݊݀ݏ)		
Turner	 points	 out	 that	 the	 Capital	 Asset	 Pricing	 Model	 (CAPM)	 is	 often	 used	 to	
determine	the	cost	of	Equity	to	be		
	
Cost	of		Equity	 ൌ Risk	Free	Rate	of	Return ൅ Beta	 ൈ 	Equity	Risk	Premium	
	






A	World	 Bank	 team	 headed	 by	Hussain	 (2011)	 issued	 a	 paper	 and	 a	web	 tool	 that	
aims	 to	 assist	 decision	 makers	 in	 choosing	 the	 appropriate	 financing	 method	 for	







risks	associated	with	 the	project	at	hand.	The	paper	 identifies	 the	 financial	barriers	









lending.	 A	 high	 leverage	 ratio	 would	 mean	 that	 the	 bank	 is	 making	 more	 projects	
possible	 with	 less	 investment	 from	 the	 bank’s	 side.	 Accordingly,	 the	 following	





Furthermore,	 the	 study	 tool	 used	 33	 case	 studies	 to	 verify	 the	 link	 between	 the	
risks/barriers	and	each	tool.	Also,	the	case	studies	are	utilized	by	developing	the	web	
tool	 to	 advise	 the	user	on	 the	 choice	of	 finance,	 or	provide	him	with	 the	 associated	
risks/barriers	according	to	similar	case	studies	(Hussain	et	al,	2011).		
	
The	 study	dedicates	 a	 chapter	 for	 the	 enabling	 environment	 that	 contributes	 to	 the	
success	 of	 the	 financial	 instruments	 including	 institutional	 capacity,	 planning	 and	
political	framework,	and	support	mechanisms.	The	study	points	out	that	institutional	
capacity	 challenges	 might	 in	 some	 cases	 direct	 policy	 makers	 to	 opt	 a	 certain	
instrument.	 	 The	 study	 generally	 recommends	 that	 entities	 with	 low	 institutional	
capacity	 should	 resort	 to	 finance	 methods	 that	 are	 simple	 to	 use	 in	 nature.	 The	







nature	 and	 environment	 of	 each	 large‐scale	 infrastructure	 project	 is	 unique,	 and	






method	 selection.	 Yousefi	 argues	 that	 identifying	 project	 risks	 addressed	 by	 each	
finance	method	 is	 among	 of	 the	 very	 first	 steps	 for	 assessing	 the	 available	 finance	
options.	 Yescombe	 (2002),	 Turner	 (2007)	 and	 Venkataraman	 et	 al	 (2008)	 indicate	
that	 studying	 risk	 and	 its	 allocation	 among	 the	 different	 project	 stakeholders	 is	 an	
important	part	of	the	financial	 feasibility	study	process.	Risks	categories	that	should	
be	tackled	according	to	Yescombe	are	macroeconomic,	political,	and	commercial	risks.	
Turner	 and	 Venkataraman	 provide	 the	 same	 categories	 as	 Yescombe,	 and	 include	









Inflation, interest rates, currency and exchange rate fluctuations 
Country Risks, changes in laws and legislation. 
Feasibility, cost and schedule completion, revenue availability 





main	 elements	 of	 financial	 risk	 management	 along	 with	 the	 common	 strategies	 to	
tackle	these	risks.	
Eid	 (2008)	 sheds	 light	 on	 risks	 associated	with	 financing	 infrastructure	 projects	 in	






Risk Category Risk Subcategories 
Commercial Technical, Construction, Operation, Environmental, Risks of 
Input, Revenue Risks 
Financial Interest Rate Risk, Currency Risk, Equity Risk, Accounting 
& Economic Risk, Liquidity Risk, Bankruptcy Risk, 
Counterparty Risk, Refinancing Risk, Tax Risk 
Country & Community 
acceptance 
Expropriation, Riots, Currency Inconvertibility, Breach of 
Contract, Regulatory Risk, Arbitration Award Default, 
Community Acceptance, Lack of Experience 
Force Majeure War, Terrorist acts, Natural Disasters. 
Other Sources Infidelity and theft, Residual Value Risk (Lack of 
maintenance of facilities)  
	
II.4.2.4 World Bank Risk Framework for Operations 
The	World	 Bank	 currently	 adopts	 the	 unified	 Risk	 Framework	 For	Operations.	 The	
main	pillar	for	this	framework	is	the	Systematic	Operations	Risk‐rating	Tool	(SORT),	
which	 is	 used	 for	 the	 identification	 and	 evaluation	 of	 risks	 in	 its	 projects.	 This	
framework	replaces	 the	Operations	Risk	Assessment	Framework	 (ORAF)	 in	 IPF	and	


















Liquidity	 risks	 in	order	 to	orient	 the	analysis	more	 towards	 the	borrower	country’s	
perspective.	 The	 detailed	 explanation	 for	 each	 of	 these	 risk	 categories	 is	 included	
under	Appendix	I.	
II.4.2.5 Approaches to the Selection of Finance Method 
Zahran	 and	 Ezeldin	 (2016)	 identifies	 project	 and	 country	 specific	 factors	 that	
influence	 the	 selection	 of	 finance	 instruments	 offered	 by	 International	 Finance	
Institutions	 (IFI).	These	 factors	 include	availability	of	 funds	within	 the	 IFIs,	 and	 the	
location/type	of	project	with	 respect	 to	 the	preferences	of	 these	 IFIs,	 in	addition	 to	
the	borrowing	country’s	political	status,	market	conditions	and	institutional	capacity.		
Zahran	 and	 Ezeldin	 (2016)	 conducts	 an	 analysis	 for	 the	 general	 trends	 in	
infrastructure	 financing	 by	 each	 of	 the	 main	 IFIs	 with	 respect	 to	 location,	





Yousefi	 et	 al	 (2013)	 and	 Yousefi	 et	 al	 (2015)	 utilized	 surveys	 and	 interviews	 to	
identify	the	available	finance	alternatives	and	the	decision‐making	criteria	adopted	by	
experts	 in	 Iran.	 Yousefi	 et	 al	 (2015)	 implemented	 the	 Analytic	 Hierarchy	 Process	
(AHP)	to	rank	the	various	selection	criteria	based	on	the	surveys	conducted.	
	




surveys.	 The	 authors	 then	 develop	 possible	 strategies	 to	 seize	 opportunities	 and	
mitigate	 the	 project	 risks	 given	 the	 available	 strengths	 and	 weaknesses.	 	 The	
following	 figure	 shows	 general	 aspects	 that	 the	 authors	 consider	 in	 their	 proposed	
SWOT	matrix	analysis	for	infrastructure	projects	in	Iran.	
	































































two	stages:	 first,	 the	qualitative	phase	where	 the	 theoretical	 framework	 is	built	and	
the	 main	 aspects	 for	 tackling	 the	 research,	 and	 then	 the	 quantitative	 phase	 which	
capitalizes	 on	 the	 findings	 of	 the	 qualitative	 phase	 and	 attempts	 to	 quantify	 the	
variables	and	aspects	defined	 in	 the	previous	phase.	This	approach	 is	well	 suited	 to	
research	 projects	 that	 aim	 at	 devising	 new	 theoretical	 frameworks	 and	
defining/assessing	 variables	 (Creswell	 et.	 al,	 2003).	 In	 this	 research,	 the	 qualitative	
data	was	collected	through	available	literature	and	preliminary	interviews	in	order	to	
define	the	main	themes	of	the	theoretical	framework	that	would	be	developed	for	the	
























allows	 respondents	 to	 elaborate	 on	 their	 answers	 and	 to	 explain	 certain	 aspects	 of	
their	 replies.	 This	 procedure	 results	 in	much	 “reciprocity”	 and	 interaction	 between	
the	design	of	the	interview	and	the	answers	of	the	respondents	(Galletta,	2013).		
This	approach	is	well	suited	to	the	nature	of	this	research,	which	aims	to	define	the	




The	 interview	 is	divided	 into	4	sections,	 in	 the	 first	section	general	data	 is	obtained	
about	 the	 respondent’s	 background,	 experience	 and	 familiarity	 with	 World	 Bank	
instruments.	
Following	 the	 first	 section,	 the	 respondent	 is	 briefed	 about	 the	World	Bank	 finance	
instruments	 since	 some	 of	 the	 respondents	 were	 not	 familiar	 with	 P‐for‐R	 in	




The	 second	 section	 titled	 “Infrastructure	Projects	 Financing”,	 starts	 drawing	 the	
interview	 closer	 to	 the	 research	 objectives	 and	 comprises	 the	 following	 two	
questions:	


























NA L M S H L M	 S	 		H	
Political	and	Governance O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Macroeconomic	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Sector	Strategies	and	Policies	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Technical	Design	for	Project/Program	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Institutional	Capacity	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Fiduciary	(optimum	use	of	funds)	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Environmental	and	Social	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Stakeholders	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Liquidity	Risk	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Other	(Specify):	_______________	 O	 O 	O	 O	 O	 	 O	 O	 O	 		O	 	
Other	(Specify):	_______________	 O	 O 	O	 O	 O	 O	 O	 O	 		O	
** Impact 
L = Low - Insignificant and would not necessitate any action  
M = Moderate - and can be addressed by routine mitigation measures 
S = Substantial - and has to be addressed by substantial mitigation measures 
H = Very High - and will affect project despite mitigation measures 
* Probability  
L = Very low probability 
M = Moderate probability 
S = Substantial/High probability 
H = Very high probability 
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down	 the	 interview	 to	 address	 the	 research	 questions	more	 directly.	 The	 following	
three	questions	under	this	section	compare	between	the	two	World	Bank	instruments	
under	study	with	special	focus	on	risk.		
4. Which of the following World Bank lending instruments would you expect to be more 
suitable for a project in your sector? 
Strongly Disagree Disagree Neutral Agree Strongly Agree 





5. Which of the following World Bank lending instruments would you expect to attract 
more private investments to your project? 
 
 




1 = Risk is extremely exacerbated by this instrument choice 
2 = Risk is somewhat worsened by this instrument 
3 = Neutral- risk is not affected by either of the instrument types 
4 = Risk is addressed by instrument 
5 = Risk is fully mitigated through instrument 
 
The	purpose	of	Question	5	under	this	section	is	to	verify	the	suitability	of	IPF	and	P‐




Financing Program for Results 
Worsened                Addressed Worsened                     Addressed 
1 2 3 4 5 1 2 3 4 5 
Political and Governance O O O O O O O O O O 
Macroeconomic O O O O O O O O O O 
Sector Strategies and Policies O O O O O O O O O O 
Technical Design for Project/Program O O O O O O O O O O 
Institutional Capacity O O O O O O O O O O 
Fiduciary (optimum use of funds) O O O O O O O O O O 
Environmental and Social  O O O O O O O O O O 
Stakeholders O O O O O O O O O O 
Liquidity Risk O O O O O O O O O O 
Other (Specify): _______________ O O O O O O O O O O 
Other (Specify): _______________ O O O O O O O O O O 
Investment Project 
Financing 
Program for Results 
Investment Project 
Financing 
Program for Results Sector does not 
target private 
investment 
Type of instrument 





of	 attraction	 of	 private	 investment	 as	 a	 criterion	 for	 the	 selection	 of	 lending	
instrument.		
Finally,	Question	7	compares	how	well	does	each	of	the	two	instruments	address	each	





Considering	 the	 focus	 of	 this	 research	which	 is	 the	 optimum	 selection	 from	World	
Bank	 Lending	 tools,	 the	 respondents	 were	 chosen	 as	 senior	 management	
professionals	 with	 experience	 in	 IFI	 funded	 infrastructure	 projects.	 Unfortunately,	





ensure	 a	 95%	 confidence	 level	 at	 20	 confidence	 intervals,	 a	 minimum	 of	 16	






themes	 that	 govern	 the	 choice	 of	 lending	 instruments.	 The	 “Qualitative	 Content	
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Analysis”	 is	 an	 analysis	 technique	 to	 approach	 qualitative	 data	 that	 is	 particularly	
suited	for	exploring	concepts	that	are	no	adequately	tackled	in	the	literature	(Hesieh	
et	al.	2005).	As	previously	explained,	 this	study	allows	the	respondents	to	elaborate	
on	 their	 answers	 and	offer	 any	 insights	 they	might	have	on	different	 aspects	 of	 the	
research.	 Accordingly,	 the	 Qualitative	 Content	 Analysis	 technique	 was	 needed	 to	
systematically	address	these	elaborations	from	the	respondents	and	draw	conclusions	






































After	 the	main	 themes	 in	 the	 theoretical	 framework	 are	 identified	 using	 qualitative	
analysis,	 these	 themes	 are	 further	 explored	 through	 semi‐structured	 interviews	 to	
assess	the	importance	of	each	of	the	identified	criteria	and	its	effect	on	the	choice	of	
finance	 instrument.	 In	 order	 to	 perform	 this	 analysis	 on	 a	 quantitative	 manner,	
rankings	 and	 scores	 are	 obtained	 from	 each	 expert,	 and	 the	 distribution	 of	 these	
answers	and	their	statistical	characteristics	such	as	the	mean	and	standard	deviation	
is	 analyzed.	 The	 statistical	 analysis	 for	 this	 research	 was	 aided	 by	 “Real	 Statistics	











projects	 in	 Egypt.	 In	 order	 to	 assess	 the	 severity	 of	 each	 risk	 across	 the	 different	




are	 tested	 to	 identify	 which	 of	 these	 results	 should	 be	 the	 driving	 factors	 for	 the	
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selection	 of	 finance	 instrument.	 The	 Mann‐Whitney	 U‐test	 was	 performed	 on	 the	




lending	 instrument	 address	 each	 standard	 SORT	 risk.	 Respondents	 were	 asked	 to	
rank	the	performance	of	each	instrument	with	respect	to	each	risk.	There	was	a	need	
to	 transform	 these	 rankings	 in	 to	 a	 tool	 that	 would	 establish	 a	 link	 between	 these	




is	well	 suited	 to	develop	models	 that	 are	design	 to	predict	 one	of	 two	outputs.	The	
output	 of	 the	 regression	 equation	 ranges	 from	 0	 to	 1,	 accordingly	 if	 the	 output	 is	
closer	to	0	the	prediction	becomes	what	0	denotes	and	vice	versa	(Sainani,	2014).		
The	generic	logistic	regression	equation	is:	
ܮ݋݃ ቀ ߨ1 െ ߨቁ ൌ ߙ ൅ ߚଵ ଵܺ ൅ ߚଶܺଶ ൅ ߚଷܺଷ ൅ ߚସܺସ ൅ ߚହܺହ ൅ ߚ଺ܺ଺ ൅ ߚ଻ܺ଻ ൅ ߚ଼଼ܺ ൅ ߚଽܺଽ	
After	rearrangement	to	make	ߨ	the	subject	of	the	formula,	it	becomes	:	
































































































































As	 demonstrated	 in	 Figure	 3	 responses	 to	 the	 first	 question	 showed	 that	 cost	 of	
finance	 is	 considered	 the	 most	 important	 factor	 in	 the	 decision	 of	 the	 finance	
instrument.	 Governments	 seek	 financing	 for	 infrastructure	 projects	 from	
International	Finance	Institutions	such	as	the	World	Bank	as	their	first	choice	because	
these	 entities	 generally	 provide	 the	 least	 costly	 financing	 schemes	 for	 development	
projects.	 International	Finance	 Institutions	usually	offer	grants	or	 	 “Soft	Loans”	 that	
have	 low	interest	rates	and	long	repayment	periods	in	comparison	with	commercial	
banks.	It	is	important	to	note	that	there	is	no	apparent	difference	between	P‐for‐R	and	











25	yrs	or	more 15	to	24	yrs 10	to	14	yrs 5	to	9	yrs
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The	 respondents	 ranked	 financial	 barriers	 as	 the	 second	most	 important	 criterion.	
Professionals	 specializing	 in	 Energy	 and	 Healthcare	 identified	 the	 need	 of	 massive	
upfront	 financing	 in	the	majority	of	 the	projects	 in	their	sectors	as	a	major	 financial	
barrier.	 Projects	 in	 these	 sectors	 often	 involve	 expensive	 equipment	 procurement	
contracts	 before	 any	 significant	 results	 are	 achieved.	 Accordingly,	 these	 projects	
cannot	 rely	 solely	 on	 P‐for‐R	 which	 disburses	 primarily	 against	 results,	 and	 the	
maximum	 advance	 payment	 it	 can	 provide	 is	 25%	 of	 the	 loan	 amount.	 However,	
respondents	have	noted	 that	 the	design	of	 the	P‐for‐R	can	 include	up	 to	25%	“Soft”	
DLIs	such	as	the	formation	of	Project	Management	Units	(PMUs)	or	conducting	certain	







Usually	 the	World	 Bank	 prefers	 that	 the	 borrowing	 governments	 contribute	 to	 the	
financing	of	projects	to	maximize	the	sense	of	ownership	to	the	project	and	increase	
efficiency	 in	 using	 funds.	 However,	 several	 respondents	 have	 noted	 that	 some	
ministries	 perform	 general	 “line	 budgeting”	 for	 their	 operations	 as	 opposed	 to	
“programmatic	 budgeting”	 that	 allocates	 funds	 to	 certain	 projects.	 As	 result,	 the	
implementing	 agencies	 sometimes	 fail	 to	 obtain	 the	 local	 component	 of	 the	 finance	
that	was	supposed	to	be	provided	by	the	government.	Some	professionals	speculate	
that	a	 tool	 such	P‐for‐R	can	utilize	DLIs	 to	ensure	sound	budgeting	practices	by	 the	
implementing	agencies	and	ensure	the	availability	of	local	funds.	
IV.2.3 Risks	Addressed/Caused	by	Instrument	





R	and	 IPF	appear	 to	be	a	primary	 factor	 in	 the	deciding	between	both	 instruments.	
This	 is	due	 to	 the	 fact	 that	both	 instruments	are	quite	similar	 in	 the	cost	of	 finance,	
while	the	suitability	each	of	the	instruments	with	respect	to	project	financial	barriers	
is	 rather	 deterministic.	 Accordingly,	 this	 factor	 is	 discussed	 in	 detail	 in	 questions	 2	





Notably,	 the	average	 rating	 for	 the	 importance	of	 attracting	private	 investment	was	
only	 2.5.	 This	 outcome	 contrasts	 the	 prevailing	 literature	 that	 indicates	 that	 the	
involvement	private	sector	usually	enhances	efficiency	which	is	in	line	with	the	global	















identified	 as	 key	 risks	 in	 all	 infrastructure	 project	 which	 is	 predictable	 due	 to	 the	
country’s	 current	 political	 situation	 and	 recent	 economic	 policies	 including	 the	
currency	devaluation	and	changes	 tax	 law.	The	 literature	and	guidance	provided	by	
the	World	Bank	identify	Development	Project	Finance	as	the	tool	of	choice	for	dealing	





Several	 professionals	 with	 experience	 in	 non‐renewable	 energy	 projects	 were	
interviewed.	 The	 sector	 professionals	 identified	 Environmental/Social,	 Liquidity,	
Macroeconomic,	 Stakeholders	 and	 Technical	 Design	 &	 Implementation	 risks	 as	 the	
main	risks	to	delivery	within	the	sector.	Environmental/Social	and	Stakeholder	risks	
are	inherent	risks	 in	sectors	 in	most	 infrastructure	sectors	due	to	adverse	 impact	of	
such	projects	on	the	environment	and	the	probability	of	expropriation	of	lands	for	the	
connection	 of	 services	 through	 pipelines	 or	 transmission	 lines.	 Both	 cases	 are	
particularly	relevant	in	most	energy	projects	 involving	power	generation	stations	or	
connection	of	 services	 to	households.	Another	 significant	 challenge	 faced	by	 energy	
projects	 is	 the	 massive	 investments	 these	 projects	 require,	 this	 poses	 substantial	
liquidity	 risks	 on	 projects	 especially	 in	 earlier	 stages.	 Technical	 Design	 &	
Implementation	 risks	 have	 been	 also	 highlighted	 as	 one	 of	 the	 main	 challenges	
relevant	to	this	sector	due	to	the	complicated	technical	nature	of	these	projects.	
Respondents	working	for	both	the	World	Bank	and	the	GoE	have	identified	the	energy	
sector	 as	 one	 of	 leading	 sectors	 in	 Egypt	 in	 terms	 of	 the	 capacity	 of	 relevant	
government	 entities,	 in	 addition	 to	 the	 clarity	 of	 sector	 strategies	 and	 their	














Macroeconomic,	 Sector	 Strategies	 &	 Policies,	 Institutional	 Capacity	 risks	 were	
identified	 as	 the	 main	 risks	 relevant	 to	 this	 sector.	 World	 Bank	 professionals	
explained	 that	 the	 housing	 sector	 is	 the	 most	 vulnerable	 to	 macroeconomic	 risks	
because	the	cost	of	access	to	housing	is	more	burdensome	on	citizens	in	comparison	
with	any	other	 infrastructure	service.	There	 is	a	consensus	among	respondents	 that	
the	strategies	that	were	previously	adopted	by	the	sector	do	not	adequately	address	



























development	 goals.	 Experts	 stated	 that	 such	 risk	 is	 often	 being	 tackled	 by	 seeking	
Technical	 Assistance	 Loans	 from	 development	 banks	 such	 as	 the	 World	 Bank	 that	
would	augment	the	financial	loan	supporting	the	sector’s	projects.	
On	 other	 hand,	 the	 interviews	 revealed	 that	 housing	 projects	 are	 less	 prone	 to	
Technical	 Design	 and	 Implementation,	 Liquidity,	 Environmental	 and	 Social,	 and	
Stakeholders	risks.		The	evaluation	of	the	Technical	Design	and	Implementation	risk	is	
significantly	less	in	housing	projects	in	comparison	with	other	infrastructure	sectors	
due	 to	 the	 nature	 of	 housing	 projects	 that	 normally	 does	 not	 involve	 any	 high	
technologies	 in	 implementation.	Contrary	to	most	 infrastructure	sectors,	experts	did	
not	rank	Stakeholders	and	Environmental	risks	as	a	top	risk	in	housing	projects.	This	









Figure	6	above	 reveals	 that	 the	 risk	 in	 the	housing	 sector	 is	 clearly	 concentrated	 in	
Institutional	 Capacity,	 Sector	 Strategies,	 and	Macroeconomic	 risks.	 	 These	 risks	 are	









sector	 and	 the	 implementation	 of	 a	 P‐for‐R	 project	 has	 already	 commenced.	 The	
overall	 evaluations	 for	 the	 two	 IPF	 projects	 have	 been	 unsatisfactory	 and	 this	 had	





















to	 some	 extent.	 The	 respondents	 have	 highlighted	 some	 issues	 specific	 to	 the	
sanitation	sector	that	have	adversely	affected	the	performance	of	projects	in	the	past.	
One	 of	 the	main	 issues	 was	 the	 conflict	 in	mandate	 between	 government	 agencies	
operating	 in	 the	 same	 sector.	 The	 lack	 of	 capacity	 of	 some	 of	 these	 agencies	 with	
respect	to	proper	project	management	and	procurement	processes	was	also	identified	
as	 prominent	 issue	within	 sector.	 In	 addition	 to	 the	 previous	 issues	 that	 constitute	
substantial	 capacity	 and	 strategy	 risks,	 projects	 in	 this	 sector	 normally	 involve	
significant	environmental	and	social	effects.	Moreover,	respondents	stated	that	many	
of	 the	projects	 are	 expansions	 to	 the	 existing	 infrastructure	networks	which	means	
land	acquisition	is	a	major	challenge.	

















identified	 as	 key	 risks	 that	 are	 often	 critical	 in	 education	 projects.	 The	 last	 two	
considerable	risks	were	Fiduciary	and	Technical	Design/Implementation.		
Respondents	in	the	education	sector	emphasized	the	unique	nature	of	these	projects	

























education	 sector	 objectives	 globally	 that	 focus	 on	 aspects	 like	 the	 capacity	 of	
educators,	the	curricula	design	and	social	participation.		However,	the	high	severity	of	
liquidity	risks	in	the	education	sector	was	attributed	to	reasons	that	are	specific	to	the	
sector	 in	Egypt	 and	 the	previous	experience	of	 the	 respondents	within	 the	 country.	
Experts	revealed	that	it	was	common	for	education	projects	in	Egypt	to	face	liquidity	
and	shortage	of	 funds	problems.	Experts	 further	explained	 that	 shortage	of	 funds	 is	
also	 caused	 by	 ineffective	 sector	 policies;	 such	 as	 adopting	 “line	 budgeting”	 as	
opposed	 to	 “programme	 budgeting”.	 The	 line	 budgeting	 practice	 does	 not	 allocate	
direct	 costs	 to	 specific	 projects	 which	 often	 results	 in	 shortages	 in	 funds	 from	 the	
government’s	side.	Consequently,	projects	would	be	interrupted	until	these	shortages	
are	covered	by	either	by	additional	 loans/grants	from	existing	IFIs	or	by	alternative	
sources	 for	 finance.	 The	 issue	 of	 ineffective	 budgeting	 practices	 also	 contributes	 to	
Fiduciary	risks	since	the	absence	of	a	detailed	project	specific	budget	makes	tracking	
down	that	funds	were	spent	on	the	intended	purpose.		
Another	 considerable	 risk	 identified	 by	 respondents	 was	 the	 Technical	 Design/	




severe	 risks	 in	 the	 sector.	 The	 low	 impact	 of	 Macroeconomic	 risks	 on	 education	
projects	 was	 explained	 by	 the	 relatively	 low	 dependence	 of	 these	 projects	 on	
imported	 materials	 and	 services.	 Also,	 the	 low	 severity	 of	 Stakeholders,	 and	








Figure	 8	 above	 provides	 an	 overview	 for	 the	 distribution	 of	 risks	 within	 sector.	








projects	 globally.	 Sector	 Strategies,	 Institutional	 Capacity	 and	 Fiduciary	 risks	 were	


































The	 design	 of	 the	 P‐for‐R	 is	 rather	 different	 than	 the	 other	 conventional	 financing	
schemes	 that	 link	 disbursements	 to	 actual	 payments.	 Respondents	 were	 asked	
whether	 they	 find	 the	 design	 of	 P‐for‐R	 challenging	 since	 it	 links	 disbursements	 to	
predefined	 milestones	 instead	 of	 actual	 payments.	 29%	 of	 the	 respondents	 were	
neutral	about	 this	 statement	and	equally	29%	agreed	 to	 that	 statement.	19%	of	 the	
respondents	 strongly	 agreed	 that	 P‐for‐R	 adds	 to	 project	 complexity.	 Also	 14%	



































does	 the	 result‐based	 finance	 scheme	 support	 capacity	 building	 to	 address	 such	
complexity.	In	Fact,	43%	of	the	respondents	strongly	agreed	that	result	based	finance	
effectively	 supports	 capacity	 building.	 38%	 agreed	 to	 the	 statement	 and	 19%	were	
































When	 asked	 about	 the	 preferred	 lending	 instrument	 for	 their	 sectors,	 87%	 of	 the	
respondents	 chose	 P‐for‐R,	 while	 the	 remaining	 13%	 that	 chose	 IPF	 were	





































The	 interviews	 revealed	 that	 professionals	 working	 on	 infrastructure	 projects	 in	
Egypt	are	not	concerned	with	the	involvement	of	the	private	investors.	In	fact,	53%	of	
the	 respondents	 stated	 that	 the	 sector	 does	 not	 target	 private	 investors	 since	 the	
service	is	subsidized	which	makes	it	hard	to	accommodate	for	private	investors.	Also,	






Experts	 were	 asked	 to	 assess	 how	 well	 does	 each	 of	 the	 two	 financing	 schemes	
address	each	of	the	specified	risk	categories.	Answers	to	the	seventh	question	indicate	
that	 P‐for‐R	 is	 believed	 to	 address	 Institutional	 Capacity,	 Sector	 Strategies	 and	
Policies	and	Stakeholder	risks	better	 than	 IPF.	On	the	other	hand,	 IPF	 is	believed	to	
address	 Fiduciary,	 Technical	 Design/Implementation,	 Environmental/Social,	 and	
Liquidity	risks	more	effectively.		
























contributes	 to	 the	 capacity	 building	 as	 81%	 of	 the	 respondents	 agreed	 to	 this	
statement.	Experts	explained	 that	 in	addition	 to	 the	 focus	on	 results,	P‐for‐R	allows	
countries	to	achieve	their	project	and	sector	objectives	using	their	own	systems.	This	
guarantees	that	any	benefits	 from	capacity	building	activities	are	sustainable,	unlike	
conventional	 IFI	 financed	 projects	 where	 the	 benefits	 are	 usually	 exclusive	 to	 the	
implemented	project	since	execution	often	relies	on	the	IFIs’	systems	and	policies.		
IV.8.2 Sector	Policies	and	Strategies	Risks	
Also,	 experts	 explained	 that	 the	 design	 of	 P‐for‐R	 allows	 for	 addressing	 Sector	
Strategies/Policies	risks	by	establishing	DLIs	 that	 tackle	 these	aspects.	For	example,	
one	of	 the	 three	key	result	area	 in	 the	 recent	PforR	Sanitation	Project	 in	Egypt	was	
dedicated	 for	 strengthening	 the	national	 sector	 framework	and	policies.	DLIs	under	
this	 results	 area	 were	 designed	 to	 address	 issues	 like	 the	 lack	 of	 financial	
sustainability,	lack	of	coordination	between	different	entities	operating	within	sector,	
and	recurring	land	acquisition	issues.		
Experts	noted	 that	 in	many	cases,	 the	World	Bank	would	agree	with	 the	borrowing	
country	 on	 certain	 prerequisites	 including	 reform	 measures	 to	 be	 taken	 prior	 to	
signing	 the	 loan	 agreement.	 While	 this	 common	 practice	 might	 reduce	 the	 risks	
related	 to	 sector	 policies,	 the	 design	 for	 P‐for‐R	 allows	 the	 borrowing	 countries	 to	










through	 relevant	 DLIs	 that	 would	 tackle	 specific	 concerns	 of	 project	 stakeholders.	
Moreover,	respondents	pointed	out	that	the	nature	of	P‐for‐R	reduces	the	probability	
of	 stakeholder	 risks	 as	 it	 involves	 relevant	 government	 entities	 heavily	 the	 in	 the	
design	of	the	project	and	the	choice	of	DLIs.	
IV.8.4 Macroeconomic,	Political	&	Governance	Risks	
Respondents	 rated	 P‐for‐R	 as	 3.4	 and	 3.3	 in	 addressing	 Macroeconomic	 risks	 and	
Political	 &	 Governance	 risks	 respectively.	 The	 average	 rating	 for	 IPF	 was	 slightly	




 Both	 instruments	 mitigate	 Inflation	 and	 Foreign	 Exchange	 rate	 risks	 by	
disbursing	in	dollars.		
 P‐for‐R	can	be	used	to	mitigate	Political	&	Governance	risks	by	enhancing	the	
institutional	 capacity	 of	 implementing	 agencies	 and	 reforming	 policies	 of	
infrastructure	sectors.	This	would	enable	these	governmental	agencies	to	deal	
with	such	risks	in	a	more	effective	manner	
 Experts	 predicted	 that	 P‐for‐R	 can	 be	 a	 source	 of	 Political	 risk	 since	 some	
scholars	perceive	it	as	a	“disguised	Development	Policy	Loan”.	This	raises	the	
concerns	 about	 what	 is	 known	 as	 “conditionality”	 which	 is	 the	 use	 of	






Experts	 rated	 IPF	as	3.9	 in	addressing	Liquidity	 risks	and	P‐for‐R	as	3.5.	The	 initial	
impression	 among	 most	 of	 the	 respondents	 was	 that	 IPF	 minimizes	 liquidity	 as	
disbursements	are	made	against	specific	project	expenses,	hence	covering	the	cost	of	
project	 inputs	 regardless	 of	 project	 performance.	 On	 the	 other	 hand,	 P‐for‐R	 was	
perceived	 as	 a	 riskier	 alternative	 as	 disbursements	 are	 linked	 to	 future	 results.	
Respondents	(especially	 in	the	government	side)	considered	DLIs	as	a	double	edged	
weapon	 as	 the	 achievement	 of	 these	 DLIs	 can	 be	 delayed	 or	 prevented	 by	 other	
unforeseen	risks	 that	can	even	be	beyond	the	control	of	 the	 implementing	agencies.	
Another	concern	raised	by	some	of	the	experienced	respondents	was	the	ability	of	P‐
for‐R	 design	 to	 cater	 for	 changes	 and	 variations	 especially	 during	 construction.		
Respondents	with	experience	in	World	Bank‐funded	projects	explained	that	the	bank	
usually	allow	up	to	20%	increases	in	project	funding	to	deal	with	changes,	variations	
and	 increases	 in	 the	cost	of	 inputs.	 In	 the	case	of	P‐for‐R,	 it	 is	unclear	how	would	 it	
cater	 for	 such	 changes	 provided	 that	 it	 does	 not	 disbursement	 against	 specific	
expenses	 to	 start	 with.	 	 Moreover,	 the	 fact	 that	 P‐for‐R	 disburses	 against	 the	
achievement	of	results	makes	it	unsuitable	for	projects	that	require	massive	upfront	
financing	such	as	power	stations	and	water	treatment	plants.		
However,	 other	 respondents	 from	 the	 World	 Bank	 pointed	 out	 that	 the	 issue	 of	
upfront	 financing	 is	partially	 addressed	 in	 the	P‐for‐R	policy	 that	 allows	up	 to	25%	
advance	payment	of	the	loan	amount	in	addition	to	further	25%	that	can	be	disbursed	
against	 “soft	 DLIs”	 that	 can	 be	 achieved	 in	 an	 early	 stage	 of	 the	 project	 without	
massive	 expenditure.	 Furthermore,	 they	pointed	 out	 that	 the	 risk	 to	 achieving	DLIs	





IPF	 scored	 an	 average	 of	 4.1	 in	 addressing	 Fiduciary	 risks	while	 P‐for‐R	 scored	 an	
average	of	3.5.	The	higher	score	of	 IPF	with	respect	 to	Fiduciary	risk	 in	comparison	
with	P‐for‐R	was	explained	by	the	following:		
 The	 IPF	 disburses	 against	 specific	 expenses	 in	 separate	 dedicated	 accounts	
that	 are	 created	 for	 the	 project,	 and	 requires	 proof	 for	 such	 expenses.	
Accordingly	experienced	bank	staff	can	track	the	expenses	and	make	sure	the	
loan	amounts	are	used	appropriately	for	their	intended	purposes.	
 P‐for‐R	 on	 the	 other	 hand,	 does	 not	 disburse	 against	 specific	 expenses	 but	
rather	against	DLIs	and	project	milestones.	Hence,	 it	 verifying	 that	 funds	are	
used	 in	 their	 intended	 purpose	 would	 be	 a	 tedious	 task	 since	 the	 intended	
purpose	is	not	solidly	defined.	
 Unlike	IPF,	P‐for‐R	disburses	the	loan	amounts	in	the	general	budget	which	in	
turn	disburses	 the	 loan	 amounts	 to	 the	 account	 of	 the	 implementing	 agency.	
While	 some	 respondents	 argued	 that	 this	 process	 increases	 the	 involvement	
the	 Central	 Bank	 and	 the	 Ministry	 of	 Finance	 in	 monitoring	 expenses,	 this	
arrangement	 is	believed	by	most	 respondents	 to	hamper	 the	bank	staff	 from	
the	tracking	the	proper	use	of	bank	funds	because	“money	 is	 fungible”	and	 it	
would	be	challenging	to	track	its	use	once	it	is	disbursed	in	the	general	budget.	
IV.8.7 Environmental/Social	Risks	
IPF	 was	 rated	 as	 4.0	 in	 addressing	 Environmental	 &	 Social	 Risks	 and	 P‐for‐R	 was	
rated	3.5.	Experts	noted	that	P‐for‐R	does	not	finance	“Category	A”	projects	that	have	
severe	 irreversible	 adverse	 social	 and/or	 environmental	 impacts.	 Accordingly,	 the	





















14.	 The	 test	 revealed	 that	 there	 is	 no	 statistical	 significance	 for	 the	 difference	 in	
scores	 assigned	 to	 IPF	 and	 P‐for‐R	 with	 respect	 to	 Macroeconomic,	 Political	 and	
Governance,	Fiduciary,	Stakeholder,	and	liquidity	risks.	On	the	other	hand,	the	P‐value	
is	less	than	0.05	for	the	difference	in	scores	between	the	two	instruments	concerning	











Mean	 Median		 Std.	Dev.	 Mean	 Median		 Std.	Dev.	 P‐value	
Political	and	Governance	 3.19	 3.00	 0.75	 3.33	 4.00	 1.06	 0.42	
Macroeconomic	 3.33	 3.00	 0.66	 3.38	 3.00	 0.92	 0.68	
Sector	Strategies/Policies	 2.76	 3.00	 0.83	 4.29	 4.00	 0.72	 0.00	
Technical	Design/implementation	 4.05	 4.00	 0.80	 3.19	 3.00	 0.87	 0.00	
Institutional	Capacity	 3.24	 3.00	 0.44	 4.33	 5.00	 0.80	 0.00	
Fiduciary	Risk	 4.10	 4.00	 0.70	 3.52	 4.00	 1.12	 0.09	
Environmental/Social	 4.05	 4.00	 0.67	 3.43	 3.00	 0.87	 0.01	
Stakeholders	 3.62	 4.00	 0.80	 4.00	 4.00	 0.84	 0.13	














independent	 consultant	 responsible	 for	 the	 verification	 of	 Disbursement	
Linked	Indicators.		




 Result	 oriented	 mechanism	 of	 the	 P‐for‐R	 allows	 for	 more	 innovation	 from	
government	 agencies	 to	 meet	 the	 results.	 IPF	 is	 much	 less	 flexible	 since	
payments	must	be	made	against	pre‐identified	items.	
 Respondents	with	 experience	 in	 IPF	 projects	 complained	 that	 the	 Bank	 staff	
usually	 tends	 to	micro‐manage	 and	 be	 involved	 in	 every	 single	 detail	 in	 the	





 The	 P‐for‐R	 design	 encourages	 implementing	 agencies	 to	 leverage	 their	
processes	 and	 capacities	 to	 achieve	 desired	 results	 with	 their	 own	 systems.	
This	approach	ensures	better	organizational	learning	as	opposed	to	relying	on	
entities	 that	 are	 created	 for	 the	 purpose	 of	 a	 certain	 project/program.	







 Another	disadvantage	 is	 that	 the	 focus	of	 the	bank	and	 implementing	agency	




 The	 instrument	 obviously	 does	 not	 attempt	 to	 control	 inputs	 to	 any	 extent.	
This	might	exacerbate	fiduciary	risks	since	there	is	no	way	to	make	sure	that	
the	Bank’s	money	 is	spent	on	the	 intended	purpose.	This	 is	especially	 true	 in	
sectors	 where	 the	 bank’s	 finance	 does	 not	 constitute	 a	 great	 portion	 of	 the	
sector	budget.	
 Another	 concern	 raised	 by	 professionals	 is	 the	 lack	 of	 experience	 in	 the	
Egyptian	public	sector	 in	dealing	with	P‐for‐R.	 	 In	their	view,	this	can	subject	
the	 borrower	 to	 legal,	 financial	 and	 operational	 risks	 since	 they	 are	 less	
familiar	with	the	instrument.	
 The	application	of	P‐for‐R	might	be	 limiting	 in	change	management	since	the	
disbursements	 are	 made	 against	 results	 not	 specific	 inputs.	 Accordingly,	
adjustments	in	loan	amounts	to	cover	increases	in	the	cost	of	inputs	would	be	
much	 less	 likely	 in	 P‐for‐R	 in	 comparison	 with	 IPF.	 According	 to	 the	
respondents	with	experience	in	World	Bank	projects,	the	Bank’s	team	leaders	
in	IPF	projects	usually	have	the	authority	to	approve	for	up	to	20%	increases	in	





project	 risks	were	 identified	 as	 the	most	 important	 criteria	 for	 the	 choice	 of	



















 The	 below	 figure	 summarizes	 the	 key	 risks	 encountered	 by	 professionals	 in	
each	infrastructure	sector	in	Egypt.	 	Building	on	the	conclusions	stated	in	the	
previous	 point,	 risks	 that	 are	 better	 addressed	 by	 P‐for‐R	 are	 highlighted	 in	


























 Based	 on	 Figure	 16,	 it	 is	 concluded	 that	 P‐for‐R	 is	more	 suitable	 for	 sectors	
where	the	main	risks	relate	to	the	capacity	of	 implementing	agencies	and	the	
policies	 and	 strategies	 of	 the	 sector.	 The	 interviews	 revealed	 the	 sanitation,	
housing,	and	education	 sectors	 in	Egypt	 fall	under	this	category.	On	the	other	
hand,	IPF	is	better	suited	for	sectors	whose	projects	require	strict	control	over	
















































study	 for	 the	 selection	 from	World	Bank	Lending	 Instruments.	The	 first	 and	 second	









Turner	 (2007)	 explains	 the	 key	 stages	 of	 the	 financial	 management	 process	
starting	with	Studying	 the	 financial	 feasibility,	 followed	by	 financial	planning	






The	 key	 criteria	 in	 the	 literature	 for	 the	 selection	 of	 financing	 schemes	 in	
infrastructure	 projects	 were	 explored.	 These	 criteria	 were	 discussed	 with	
experts	 to	 evaluate	 their	 relevance	 to	 World	 Bank	 instruments	 and	 the	
importance	of	each	criterion	for	projects	in	Egypt.	
 World	Bank	guidance	on	the	selection	of	finance	instruments	



























































funds,	 private	 equity,	 and	 loans.	 The	 average	 cost	 of	 capital	 for	 different	 scenarios	
should	 be	 studied	 along	with	 the	 optimum	 debt/equity	 ratios	 that	would	 yield	 the	
maximum	 efficiency	 according	 to	 the	 literature	 and	 past	 experiences.	 Also,	 the	
















Once	 the	 amount	 to	 be	 financed	 through	 loans	 is	 determined,	 a	 survey	 of	 the	
international	financial	institutions	that	are	active	in	Egypt	has	to	be	conducted.	






Zahran	 and	 Ezeldin	 (2016)	 presented	 a	 list	 of	 the	 major	 financial	 institutions	 and	
analyzed	the	trend	of	funding	provided	by	these	institutions.	This	includes	an	analysis	
of	the	regions,	infrastructure	sectors,	and	the	finance	mechanisms	that	each	financial	
institution	 tends	 to	 utilizes	most.	 The	 list	 of	 institutions	 can	 then	 be	 sorted	 by	 the	
likelihood	to	approve	the	funding	required	in	order	to	approach	the	institutions	that	








Following	 the	 choice	 of	 the	 lending	 institution,	 the	 policies	 and	 guidelines	 for	 the	
instruments	of	 the	 selected	 lending	 institution	must	be	 reviewed.	 In	 the	 case	of	 the	
World	 Bank,	 the	 IPF	 safeguards	 and	 P‐for‐R	 bank	 policy	 and	 directive	 must	 be	
reviewed	 to	 verify	 that	 the	 project	 is	 eligible	 for	 finance	 through	 the	 available	
methods.	Restrictions	on	the	use	of	any	of	the	selected	instruments	might	be	limited	
to	 just	 a	 portion	 of	 the	 project	 or	 certain	 activities	 and	 not	 necessarily	 the	 whole	
project.	This	stage	might	overlap	the	previous	stage	in	some	cases	where	the	choice	of	





The	 Eligibility	 of	 projects	 to	 IPF	 are	 subject	 to	 legal,	 environmental,	 and	 social	
safeguards	that	were	discussed	in	the	literature	review	section.	These	safeguards	are	
explained	 thoroughly	 by	 Himberg	 (2015)	 Bank	 consultation	 report	 and	 compared	
97	
	






this	 is	because	 this	 instrument	 relies	on	 the	borrower	country	systems	and	policies	





Contracts”	 from	finance	 through	the	P‐for‐R	 instrument.	The	 thresholds	 for	defining	







As	 previously	mentioned	 in	 the	 literature	 review	 section,	 “Category	A”	 projects	 are	
excluded	from	finance	through	the	P‐for‐R	instrument.	Specialized	Bank	staff	does	the	






































Another	 proposed	 approach	 to	 predict	 the	 environmental	 impact	 category	 of	 a	
project	is	to	examine	the	environmental	category	of	previous	projects	of	the	same	
nature	 and	 sector.	 The	 below	 figure	 shows	 the	%	 of	 “Category	 A”	 projects	 per	





It	 is	noteworthy	 that	 the	 infrastructure	project	categories	 that	make	up	most	of	








































































borrower	 can	 proceed	 with	 comparing	 the	 lending	 instruments	 provided	 by	 the	
chosen	institution.	This	stage	might	overlap	the	previous	stage	 in	some	cases	where	





Several	 criteria	have	been	 identified	 in	 this	 research	 that	would	affect	 the	 choice	of	
lending	 instrument.	However,	 some	 of	 these	 criteria	 are	 not	 relevant	 in	 the	 case	 of	
World	 Bank	 such	 as	 the	 cost	 of	 finance,	 which	 is	 negotiated	 with	 the	 borrowing	
country	 separately	 along	 with	 the	 loan	 terms	 and	 are	 not	 factors	 in	 the	 choice	 of	
instrument.	 Accordingly,	 this	 framework	 proposes	 that	 the	 choice	 of	 instrument	
would	be	based	on:	
 Analysis	 of	 project	 nature:	 P‐for‐R	 is	 intended	 to	 support	 programs	 with	
various	 goals	 and	 objectives,	 usually	 the	 desired	 results	 include	 both	 “brick	
102	
	








 The	 risks	 associated	 with	 the	 project	 are	 better	 addressed	 with	 which	
instrument	
The	 issue	 of	 upfront	 financing	 required	 for	 the	 project	 is	 deterministic	 and	 can	 be	
easily	evaluated	using	the	preliminary	cash	flow	analysis	conducted	at	the	beginning	
of	the	project.	This	is	also	the	case	for	feasibility	of	developing	practical	DLIs	for	the	
project	 which	 can	 be	 assessed	 by	 conducting	 brainstorming	 sessions	 with	 project	
stakeholders.	On	the	other	hand,	analyzing	project	risks	and	matching	them	with	the	





to	 face	 technical	 design/implementation,	 liquidity,	 environmental/social	 and	
fiduciary	risks.	While	P‐for‐R	is	more	suitable	for	projects	where	the	main	risks	relate	
to	institutional	capacity	and	sector	strategies	and	policies.	Hence,	identifying	the	main	






The	 feedback	 received	 from	 experts	 was	 analyzed	 and	 a	 regression	 model	 was	
developed	using	the	“Logistic	Regression”	technique.	The	regression	model	 links	the	



















Once	 the	 severities	 are	 substituted	 in	 the	 model,	 the	 output	 “π”	 is	 calculated	 as	 a	
number	between	“0”	and	“1”.	If	the	value	tends	more	towards	“1”	i.e.	greater	than	0.5	
then	the	recommended	tool	endorses	the	choice	of	P‐for‐R	and	vice	versa.	 	Below	is	
the	 final	 equation	 after	 substituting	 the	 constants	 with	 the	 derived	 regression	
coefficients	
ߨ ൌ exp	ሺെ10.515 െ 1.430 ଵܺ ൅ 0.506ܺଶ ൅ 3.857ܺଷ െ 0.942ܺସ ൅ 1.233ܺହ െ 0.188ܺ଺ ൅ 1.297ܺ଻ െ 0.217଼ܺ െ 1.222ܺଽሻ1 ൅ exp	ሺെ10.515 െ 1.430 ଵܺ ൅ 0.506ܺଶ ൅ 3.857ܺଷ െ 0.942ܺସ ൅ 1.233ܺହ െ 0.188ܺ଺ ൅ 1.297ܺ଻ െ 0.217଼ܺ െ 1.222ܺଽሻ	
	














In	 order	 to	 guide	 the	 application	 of	 the	 framework	 on	 future	 projects,	 standard	
templates	 and	 forms	were	developed.	 These	 templates	 are	 used	 in	 the	 forthcoming	







to	 test	 its	 validity	 for	 infrastructure	projects	 in	 Egypt.	 As	 explained	 in	 the	previous	
section,	 the	 proposed	 framework	 is	 composed	 of	 4	 main	 components.	 The	 first	 2	
components	 relate	 to	 the	 financial	 planning	 process	 and	 the	 selection	 of	 the	 IFI	 to	
fund	 the	 project.	 These	 components	 are	 depicted	 from	 the	 literature	 and	 actual	
practice	of	industry	professionals,	hence,	they	are	not	the	focus	of	the	validation	case	
study.	Moreover,	 these	stages	 require	actual	negotiations	with	several	 stakeholders,	
which	cannot	be	realistically	simulated.		





phased	 development	 program	 that	 aims	 at	 improving	 access	 to	 sanitation	 in	 769	
villages	 in	 delta	 area	 of	 Egypt,	 this	 stage	 targets	 completing	 167,000	 household	
connections	in	Beheira,	Dakahliya,	and	Sharkiya.	In	addition	to	improving	the	capacity	



















Professionals	 with	 experience	 in	 the	 sanitation	 sector	 were	 interviewed	 and	 the	
following	were	identified	as	the	main	financial	barriers:	
 A	 growing	 government	 general	 budget	 deficit;	 the	 growing	 deficit	 in	 the	
general	budget	means	that	the	contribution	of	Public	Funds	in	the	project	will	
be	limited.	Also,	in	order	to	minimize	the	burden	of	debt	on	the	general	budget,	
Soft	Loans	 should	be	pursued	 to	minimize	 the	 cost	of	 finance	and	 the	extend	
the	pay	back	period.	
 Subsidized	 sanitation	 services;	 sanitation	 services	 are	 subsidized	 by	
government	which	means	that	the	fee	paid	by	the	consumers	would	not	cover	










is	 noteworthy	 that	 experts	 have	 indicated	 that	 IFIs	 usually	 require	 a	 minimum	 to	






rely	 primarily	 on	 finance	 through	 IFIs.	 The	 optimum	 selection	 between	 these	
institutions	was	 discussed	 thoroughly	 in	 the	 framework	 and	 the	 literature.	 	 In	 this	
case	study	the	World	Bank	is	selected	due	to	these	reasons:	

























































Value	 contracts	 (previously	 discussed	 in	 the	 literature	 review	 section).	 The	




The	P‐for‐R	Bank	Policy	and	Directive	also	dictate	 that	 the	P‐for‐R	does	not	 finance	
projects	 that	 would	 be	 categorized	 by	 the	 bank	 as	 “Category	 A”.	 	 The	 proposed	
framework	 suggests	 three	 approaches	 for	 evaluating	 the	 project	 environmental	
category;	Indicative	lists,	Past	Projects,	and	“A”	vs	“B”	guiding	criteria.	
The	 SRSSP	 falls	 under	 the	 sanitation	 projects	 category	 that	 is	 included	 in	 the	
indicative	 lists	 for	 both	 categories	 “A”	 and	 “B”.	 	 However,	 65%	 of	 637	World	 Bank	









unique	 nature.	 Accordingly,	 SRSSP	 characteristics	were	 examined	with	 reference	 to	


























































The	 project	 was	 found	 to	 be	 illegible	 for	 finance	 with	 both	 IPF	 and	 P‐for‐R	




The	 proposed	 framework	 presents	 4	 considerations	 for	 the	 choice	 of	 optimum	
funding	 mechanism	 under	 the	 World	 Bank;	 Project	 Risks,	 the	 ability	 to	 establish	




risk	 of	 infrastructure	 projects	 as	 a	 decisive	 factor	 in	 choosing	 the	 optimum	 finance	
tool	 under	 the	 World	 Bank.	 Accordingly,	 SRSSP	 project	 team	 was	 interviewed	 to	
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assess	 the	 risks	 associated	 with	 the	 project.	 The	 feedback	 was	 inserted	 in	 the	
regression	model	proposed	in	the	framework	in	order	to	link	the	project	risk	profile	
with	the	tool	that	best	addresses	these	risks.	







Political	and	Governance	 3	 4	 3.50	 Moderate	risk	due	to	the	DLIs	related	to	the	new	tariff	structure	and	the	subsequent	reduction	of	subsidies.	
Macroeconomic	 3	 4	 3.50	 Moderate	 risk	 applicable	 to	 almost	 all	 infrastructure	projects	within	Egypt	due	to	recent	reform	measures.	
Sector	Strategies/Policies	 4	 4	 4.00	
A	substantial	risk	because	the	design	of	the	program	
includes	 major	 adjustments	 in	 the	 institutional	
arrangements,	 and	 changes	 the	 roles	 of	 subsidiary	
entities	 of	 the	 implementation	 agency.	 Also,	 one	 of	
the	 project	 objectives	 is	 to	 design	 a	 National	 Rural	
Sanitation	 Program	 and	 to	 reform	 the	 strategies	 of	
the	 sector	 at	 large.	 Internal	 resistance	 for	 such	
transformations	 and	 introduction	 of	 a	 new	 entity	
(PMU)	will	constitute	major	risks	to	delivery.		
Technical	
Design/implementation	 3	 2	 2.50	
This	 risk	 is	 below	 average	 due	 to	 the	 nature	 of	
sanitation	projects	and	the	high	technical	capabilities	
within	 sector.	 Also,	 there	 is	 adequate	 capacity	 of	
calibers	in	the	sector	to	deal	with	the	effects	of	most	
technical	risks.		Furthermore,	this	risk	was	addressed	
by	 standardizing	 the	 design	 concepts	 by	 the	 help	 of	
experts	in	order	to	reduce	such	risks.	
Institutional	Capacity	 4	 4	 4.00	
A	 substantial	 risk	 as	 it	 was	 identified	 as	 a	 main	
challenge	 for	 achieving	 results	 in	 previous	 World	
Bank	projects	in	this	sector	(ISSIP	1	&	ISSIP	2)	
Fiduciary	Risk	 4	 4	 4.00	
Considerable	 risk	 according	 to	 sector	 professionals	
based	 on	 their	 experience	 with	 previous	 projects.	





this	 risk	 was	 partially	 mitigated	 in	 this	 project	 by	
creating	 a	 designated	 account	 for	 the	 project	 in	 the	
Central	 Bank	 to	 facilitate	 the	 tracking	 of	
disbursements	 and	 expenses.	 Another	 measure	 was	
to	include	clauses	in	some	contractor	contracts	to	pay	
suppliers	directly.	
Environmental/Social	 3	 3	 3.00	
A	 detailed	 ESIA	 study	 was	 carried	 out	 and	 it	 was	
found	 that	 sanitation	 projects	 with	 involving	 plants	
with	similar	capacities	fall	in	Category	“B”.		
Stakeholders	 3	 4	 3.50	
Risk	 is	 borderline	 substantial;	 this	 is	 because	 the	
program	 involves	 land	 acquisition	 which	 was	
previously	 identified	as	a	main	challenge	in	previous	
projects	 within	 sector.	 However,	 this	 risk	 was	
addressed	 by	 extensive	 public	 consultations	with	 all	
relevant	stakeholders	
Liquidity	 2	 2	 2.00	
This	risk	is	below average	in	this	project	since	25%	of	
the	 loan	 amount	 was	 disbursed	 in	 advance,	 in	
addition	 to	 the	 “soft”	 DLIs,	 causing	 the	 project	 to	
maintain	a	positive	cash	flow.	
	








The	 three	 highest	 rated	 risks	 were	 Sector	Strategies/Policies,	 Institutional	Capacity,	
and	Fiduciary	risk.	The	output	of	the	tool	is	consistent	with	analysis	of	the	interviews	




































the	 project	 nature	 and	 risks	 favors	 the	 P‐for‐R	 tool,	 however,	 it	 is	 necessary	 to	
confirm	 that	 scalable	 and	 measurable	 DLIs	 can	 be	 established	 for	 the	 project.	 The	






























































































































In	 order	 to	 validate	 the	 output	 of	 framework,	 the	 output	 is	 compared	 to	 the	 actual	




These	 two	projects	were	 chosen	because	 they	have	 similar	objectives	 to	 the	SRSSP,	
also	 located	 in	 Delta	 governorates,	 and	 they	 are	 fairly	 recent.	 Furthermore,	 these	
projects	 were	 financed	 by	 IPF	 while	 SRSSP	 is	 financed	 through	 P‐forR,	 therefore,	
assessing	 the	 performance	 of	 these	 projects	 will	 reveal	 which	 instrument	 is	 more	
suitable	for	projects	with	this	specific	nature.	
SRSSP	
The	 output	 of	 the	 framework	 is	 consistent	 with	 the	 actual	 choice	 of	 lending	



























 The	project	did	not	achieve	 the	 intended	development	objectives	as	revealed	
by	the	below	Project	Development	Objectives	Indicators	
Table	13	ISSIP	1	Project	Indicators	Assessment	(World	Bank,	2016)	




























o Delays	 in	 procurement	 due	 to	 unfamiliarity	 of	 the	 implementing	
agencies	with	the	World	Bank	procedures.	
It	 is	 clear	 from	 this	 assessment	 that	 ISSIP	 1	 did	 not	 achieve	 its	 goals,	 and	 it	 is	
noteworthy	that	the	identified	reasons	for	failure	were	addressed	in	the	design	in	the	
SRSSP	 through	dedicated	DLIs.	This	would	not	have	been	possible	under	 IPF	which	
















































The	 disbursement	 profile	 and	 the	 World	 Bank	 Overall	 Rating	 for	 the	 project	
performance	 both	 reveal	 that	 ISSIP	 2	 is	 not	 a	 successful	 project.	While	 there	 is	 no	
official	 detailed	 assessment	 to	 explain	 the	 reasons	 for	 this	 unsatisfactory	
performance,	 this	 project	 was	 operating	 roughly	 in	 the	 same	 circumstances	 and	
timeframe	 of	 ISSIP	 1.	 	 Therefore,	 it	 can	 be	 deduced	 that	 ISSIP	 2	 faced	 sector	 and	































The	Giza	North	Power	Project	 (GNPP)	 is	 a	1500	MW	power	plant	 consisting	of	 two	
Combined	Cycle	Gas	Turbines	that	depends	primarily	on	natural	gas.	The	scope	of	the	
project	 includes	 connecting	 the	 power	 plant	 to	 the	 national	 power	 grid	 and	 the	







As	 previously	 discussed	 this	 stage	 is	 carried	 out	 by	 specialized	 project	 finance	
professionals.	 The	 output	 of	 this	 stage	 is	 controlled	 and	 summarized	 by	 form	 1.2	
included	under	Appendix	III	
VI.5.1.1 Financial Barriers 
Financial	 barriers	 often	 rely	 greatly	 on	 the	 country	 macroeconomic	 conditions,	
accordingly	 there	 is	a	great	 resemblance	between	 the	 financial	barriers	 faced	 in	 the	
sanitation	 and	 the	 electric	 power	 generation	 sectors.	 The	 main	 relevant	 financial	
barriers	are:	
 Limited	public	funds	 due	 to	 a	 considerable	 budget	 deficit.	 Such	 budget	 deficit	
will	 also	 mean	 that	 the	 government	 would	 seek	 Soft	Loans	 to	 minimize	 the	
burden	of	debt	on	the	general	budget.	
 The	 electricity	 service	 is	 subsidized	 which	 in	 turn	 limits	 the	 chance	 of	
attracting	private	investments.	
VI.5.1.2 Stage 1 output: 
The	 nature	 of	 the	 project	 and	 the	 sector	 financial	 barriers	 would	 make	 the	
government’s	 priority	 is	 to	 seek	 soft	 loans	 to	 finance	 the	 project.	 The	 government	
would	 bridge	 the	 gap	 in	 funding	 through	 public	 funds	 due	 to	 the	 limited	 access	 to	













As	 previously	 discussed	 the	 choice	 of	 IFI	 is	 usually	 an	 iterative	 process	 involving	
extensive	 negotiations	 with	 several	 institutions.	 However,	 the	 World	 Bank	 always	
stands	out	as	the	largest	and	most	experienced	IFI	supporting	development	projects.		


































































The	 GNPP	 is	 a	 non‐renewable	 energy	 project	 that	 often	 classifies	 as	 an	




Power	 stations	 and	 gas	 projects	 are	 on	 the	 top	 of	 the	 indicative	 list	 for	 Category	A	
projects	indicating	that	GNPP	would	most	likely	be	ineligible	for	P‐for‐R.	
Past	Projects	
As	 shown	 in	 the	 below	 figure,	 60.9%	 of	 Non‐renewable	 Energy	 projects	 were	
















The	 examination	 of	 previous	 classifications	 of	 energy	 projects	 and	 environmental	
category	indicative	lists	reveals	that	the	GNPP	would	most	probably	be	categorized	as	
a	 Category	 A	 project,	 however,	 the	 GNPP	must	 be	 assessed	 against	 project	 specific	
guiding	criteria	because	each	project	is	of	a	unique	nature.	















































However,	 the	 project	 nature	 will	 be	 analyzed	 and	 the	 project	 risk	 profile	 will	 be	




project	 scope	 does	 not	 include	 capacity	 building	 activities	 or	 policy	 reforms.	
Moreover,	 the	expected	challenges	to	the	achievement	of	project	objectives	relate	to	











Political	and	Governance	 4	 3	 3.50	 Moderate	risk	due	to	political	 turbulence	at	the	time	of	award	
Macroeconomic	 4	 3	 3.50	 Moderate	 risk	 applicable	 to	 almost	 all	 infrastructure	projects	within	Egypt	due	to	recent	reform	measures.	
Sector	Strategies/Policies	 1	 1	 1.00	 Low	Risk	due	to	the	clear	vision	for	sector	goals	and	recent	reforms	in	sector	.	
Technical	
Design/implementation	 3	 4	 3.50	
Considerable	risk	due	the	nature	of	the	project	which	
is	 highly	 technical.	 Also,	 the	 capacity	 of	 the	 power	
plant	 is	 relatively	huge	 and	most	of	 the	 components	
are	imported.	




World	 Bank	 and	 the	 government	 side	 were	 both	
confident	 in	 the	 capacity	 within	 sector	 to	 achieve	
results.	
Fiduciary	Risk	 2	 1	 1.50	 Low	risk,	most	of	the	major	equipment	is	government	procured,	the	problem	is	rarely	faced	in	sector.	
Environmental/Social	 4	 5	 4.50	
A	detailed	ESIA	study	was	carried	out	and	the	project	
was	 classified	 as	 Category	 “A”.	 This	 classification	 is	
due	 to	 expected	 NOx	 and	 SO2	emissions	 and	 critical	
location.	
Stakeholders	 4	 5	 4.50	
Risk	 is	 substantial;	 Project	 is	 located	 in	 an	
agricultural	land,	expected	impacts	include	damage	to	
crops	and	involuntary	resettlement.	
Liquidity	 4	 4	 4.00	 High	Risk	due	major	upfront	finance	requirement	for	expensive	equipment.		
	































through	 its	 subsidiary,	 the	 IBRD.	 Structured	 interviews	 were	 conducted	 with	 21	
international	 experts	 including	World	Bank	professionals	 to	 identify	 the	 criteria	 for	













 P‐for‐R	 was	 found	 to	 be	 better	 suited	 than	 IPF	 to	 address	 Institutional	
Capacity,	Sector	Strategies	&	Policies	and	Stakeholder	risks.	
The	 literature	 and	 the	 findings	 from	 the	 conducted	 interviews	 were	 analyzed	 to	











where	 a	 risk	 based	 logistic	 regression	model	 was	 derived	 from	 expert	 feedback	 to	
match	project	risks	with	the	instrument	that	better	addresses	them.	
The	 Sustainable	 Rural	 Sanitation	 Services	 Program	 (SRSSP)	was	 chosen	 as	 the	 first	
validation	 case	 study	 for	 the	 developed	 framework.	 The	 SRSSP	 is	 a	 P‐for‐R	 funded	
sanitation	 program,	 located	 in	 the	 Nile	 Delta	 Area.	 The	 program	 aims	 to	 increase	
access	 to	 sanitation	 services	 and	 to	 improve	 the	 capacity	 of	 implementing	 agencies	
within	sector.	 	The	output	of	the	framework	was	to	use	P‐for‐R,	matching	the	actual	
selection	 of	 instrument	 for	 the	 SRSSP	 project	 whose	 performance	 is	 considered	
satisfactory	 by	 the	 World	 Bank	 reports.	 In	 order	 to	 validate	 the	 output	 of	 the	
framework	 further,	 the	assessment	reports	 issued	 for	2	 IPF	 financed	projects	 in	 the	
same	 sector	 and	 location	were	 examined	 (ISSIP1	 and	 ISSIP2).	 The	 available	World	




validation	case	study.	The	GNPP	 is	an	 IPF	 funded	Power	Plant	project,	 it	 consists	of	
two	combined	cycle	gas	turbines	that	run	on	natural	gas.	The	framework	classified	the	
project	 as	 a	 Category	 A	 project	 that	 is	 ineligible	 for	 P‐for‐R	 funding	 but	 can	 be	
financed	through	IPF.	 	The	project	risk	assessment	was	 inserted	 in	the	risk	decision	
135	
	
support	 regression	 model	 and	 the	 output	 confirmed	 that	 IPF	 is	 better	 suited	 to	
address	the	project	risk	profile.	The	framework	output	was	found	to	match	the	actual	
choice	of	 instrument	 for	 the	GNPP.	The	 latest	 implementation	reports	 issued	by	 the	





 While	much	 of	 the	 interviewed	 experts	 have	 been	 exposed	 to	 infrastructure	
projects	 worldwide,	 the	 majority	 of	 their	 experience	 is	 in	 Egypt.	 Hence,	
conclusions	 drawn	 from	 this	 research	 cannot	 be	 generalized	 for	 other	
countries	without	further	validation.	
 Due	 to	 the	 novel	 nature	 of	 P‐for‐R	 and	 the	 relative	 scarcity	 of	 P‐for‐R,	 the	
interviewed	 sample	 is	 rather	 too	 modest	 for	 rigorous	 statistical	 and	
quantitative	analysis.	
 The	 financial	 risks	 and	 the	 criteria	 for	 choice	 of	 financial	 instruments	 vary	
greatly	 depending	 on	 the	 economic	 conditions	 and	policies	 of	 the	 country	 at	
study.	 Egypt	 is	 currently	 undergoing	 massive	 economic	 challenges	 and	
reforms,	hence	many	of	the	findings	of	this	research	might	be	not	be	valid	if	the	
circumstances	changes.	For	example,	the	attraction	of	private	investment	was	
not	 considered	 a	 relevant	 criterion	 for	 the	 choice	 of	 instrument	 since	 most	








financial	 instruments	offered	by	 IFIs.	 Similar	 research	projects	 for	 IFIs	 other	
than	the	World	Bank	would	be	very	beneficial.	
 This	research	uses	a	logistic	regression	model	that	can	easily	be	enhanced	by	









 Neither	 IPF	 nor	 the	 P‐for‐R	 instruments	 were	 regarded	 as	 a	 tool	 to	 attract	
private	 investments;	 IFIs	 must	 expand	 the	 application	 of	 tools	 such	 as	
guarantees	that	have	higher	leverage	
 Subsidized	 services	 have	 been	 identified	 as	 a	 key	 barrier	 to	 access	 private	
investments.	 The	 government	 must	 explore	 innovative	 alternatives	 such	 as	
demand‐side	subsidies	that	would	allow	the	engagement	of	private	investors.	
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